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FM SECSTATE WASHDC 
TO AMEMBASSY KUALA LUMPUR 
INFO AMEMBASSY VIENNA 

CONFIDENTIAL STATE 111353 

USIAEA 

E.O. 11652: GDS 

TAGS: ENRG, MNUC, TECH, PARM, MY, IAEA 

SUBJECT: NEGOTIATION OF AGREEMENT FOR PEACEFUL NUCLEAR 
COOPERATION 

REF: A) KUALA LUMPUR 3292 B) STATE 93306 C) KUALA LUMPUR 
1 28 1 . D) VIENNA 1 1 88 E) VIENNA 3929 

1 . DEPT HAS NO INFORMATION RE STATUS OF NEGOTIATIONS ON 
US/IAEA/MALAYSIA TRILATERAL AGREEMENT TO FACILITATE TRANS- 
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FER OF A RESEARCH REACTOR AND FUEL TO ADD TO STATUS REPORT 
PROVIDED IN REFTELS C, D, AND E. WE HAD ASSUMED THAT 
NEGOTIATIONS WERE IN ABEYANCE PENDING RESOLUTION OF 
REPORTED REACTOR SITING PROBLEMS. IN ANY EVENT, GOM HAS 
YET TO RESPOND OFFICIALLY TO MOST RECENT VERSION OF PRO- 
POSED PROJECT/SUPPLY AGREEMENT AND EXCHANGE OF NOTES (77 
STATE 304215). 
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2. WE REAFFIRM OUR COMMITMENT TO TRANSFER REACTOR AND 
FUEL UNDER A TRILATERAL AGREEMENT AS LONG AS SUCH AN 
ARRANGEMENT CONTAINS THE TERMS AND CONDITIONS OF SUPPLY 
REQUIRED BY THE NEW NON PROLIFERATION LAW AND CURRENT US 
POLICY. THESE REQUIREMENTS CAN BE DEALT WITH THROUGH A 
COMBINATION OF AGREEMENTS AND NOTE EXCHANGES, SUCH AS WAS 
THE CASE WITH RECENTLY NEGOTIATED US/IAEA/ARGENTINA/PERU 

ARRANGEMENTS TO PERMIT THE RETRANSFER OF US ORIGIN FUEL TO 
BE USED IN AN ARGENTINE SUPPLIED REACTOR IN PERU. THESE 
ARRANGEMENTS INCLUDE SUPPLY AND PROJECT AGREEMENTS AP- 
PROVED BY IAEA BOARD AT ITS FEBRUARY MEETING PLUS SEPARATE 
USG-GOP AND USG-GOA NOTE EXCHANGES. 

3. WE LEAVE TO EMBASSY'S DISCRETION WHETHER PROVIDING 
DRAFT MODEL AGREEMENT TO GOM AT THIS TIME WOULD ONLY SERVE 
TO CONFUSE MATTERS. IF EMBASSY DECIDES TO PASS AGREEMENT 

TO MALAYSIAN OFFICIALS, YOU SHOULD DRAW ON GUIDANCE PRO- 
VIDED IN PARAS 5 AND 13 OF REFTEL B AND PARA 2 ABOVE AS 
WELL AS POINTING OUT THAT A BILATERAL AGREEMENT COULD 
FACILITATE AN EXPANSION OF OUR NUCLEAR COOPERATIVE RE- 
LATIONSHIP IN FUTURE, SHOULD THAT LATER SEEM DESIRABLE TO 
GOM. 

4. DEPT HAS NOT RECEIVED ANY REACTION FROM MALAYSIAN 
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EMBASSY TO RECENT ENACTMENT OF NON-PROLIFERATION LAW. 

5. WHETHER OR NOT EMBASSY DISCUSSES MODEL AGREEMENT WITH 
MALAYSIAN OFFICIALS, YOU SHOULD INQUIRE AT EARLY OPPOR- 
TUNITY AS TO STATUS OF RESEARCH REACTOR PROJECT AND WHEN 
OFFICIAL GOM REACTION TO PROPOSED TEXTS OF PROJECT/SUPPLY 
AGREEMENT AND NOTE EXCHANGE MIGHT BE EXPECTED. IF GOM OR 
IAEA NOW CONSIDERS PROJECT AND SUPPLY AGREEMENTS PREFER- 
ABLE (CORRESPONDING TO THOSE NEGOTIATED FOR ARGENTINA- 
PERU TRANSFER INSOFAR AS APPLICABLE) INSTEAD OF COMBINED 
PROJECT/SUPPLY AGREEMENT PROPOSED EARLIER, THAT APPROACH 
WOULD BE ACCEPTABLE TO US. IN ANY CASE, YOU SHOULD EM- 
PHASIZE THAT PROPOSED US-GOM NOTE EXCHANGE WOULD CONTAIN 
ADDITIONAL BILATERAL ASSURANCES AND CONDITIONS CONSISTENT 
WITH THE NEW LAW AND CURRENT US POLICY AND WHICH WILL BE 
BASIS OF OUR CONTINUING OR INITIATING COOPERATION WITH ALL 
INTERESTED COUNTRIES. VANCE 
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